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As a pay system based on enterprise value, equity incentive can weaken the 
principal-agent problem, and also motivate managers save the enterprise cost to 
increase enterprise value, when they make decisions on corporate finance, 
restructuring and risk management. Tax cost is also an important part of the enterprise 
costs. Dose equity incentive work on saving tax costs and then impact on corporate 
tax avoidance? In this paper, we want to find the relationship on equity incentive and 
tax avoidance. We study on the optimal contract theory, the effective tax planning 
theory, basic power management theory, and establish the regression model so that we 
can quantify the extent equity incentive impact on corporate tax avoidance. 
On the basis of expected utility theory we introduce the variable of the tax supervision 
to text if tax supervision will influence on tax avoidance while shareholder give 
manager equity incentive. According to the result we propose recommendations to 
reduce tax avoidance. There are four parts: 
The first part will introduce the research background, framework, methods, and 
also review the related literature about equity incentive and corporate tax avoidance. 
The second part will introduce the theory of the optimal contract theory, the 
theory of effective tax planning theory, the theory of power management, the theory 
of expected utility. Then try to explain the relationship between the equity incentives 
on manager and corporate tax avoidance with theory. 
The third part we will calculate the impaction on corporate tax avoidance when 
giving executive equity incentive through the model. And we will also text if tax 
supervision will impact on tax avoidance while shareholder give manager equity 
incentive. 
The fourth part we will summarize the relationship between equity incentive on 
executives and corporate tax avoidance. Then propose policy to reduce tax avoidance 
according to the result. 
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